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Comparative Highlights 
(Dollar amounts expressed in U.S. currency) 1968 1967 1966 


$ millions $ millions $ millions 


Property, plant and equipment atcost . . . . ... . 93109 871.9 828.1 
(Wong-term (debt ape een a ones Se ee es, aes Bae ss 71.0 IPPs 72.0 
Shareholders, equity eta en en en 600.8 Spree) S222! 
Operating revenues snc pee ee ee 270.4 267.9 238.4 
Capital expenditures an eet, gee) ee ee 102 59.6 43.0 
INet income hae tae. pens ye ee cee a 22 51.6 36.4 
sRotal dividends 7a mer aeec nt tee ee ren ee 17.6 16.5 14.5 


Ordinary shares outstanding (average) . . . . ... . 17,566,721 17,454,025 17,304,233 
Book value per ordinary share—December 31 . . . . . . $34.12 $31.84 $30.10 
Net mcome per ordinary share* 9 $ 3.37 SS PAS) S210 
Dividends declared per ordinary share (U.S. $ equivalent). . . $ 1.00 Os $ .84 
Giowaienoum solil—rilhonms . s s « o o «© 6 5 4 & 15,329 13,645 12,797 


* Including in 1968 extraordinary credits of $3.6 millions (21¢ per share) 
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Your Company had a year of successful operations. Net income for 1968 
amounted to $59,185,491, or $3.37 per ordinary share compared with 
$51,570,727 or $2.95 per ordinary share in 1967. The $3.37 figure has three 
components: net income from utility operations amounting to $2.36, non- 
utility income of $0.80 and extraordinary credits of $0.21. Shareholders’ equity 
at book value increased from $31.84 per share in 1967 to $34.12 at December 
31, 1968. The monetary figures expressed herein are in U.S. dollars. 


The Brazilian economy was further strengthened during 1968 as the Govern- 
ment pursued its objectives of reducing inflation and consolidating the 
improvements made during the previous four years. In this it achieved con- 
siderable success. The gross national product, which had grown by ap- 
proximately 5°% in 1967, increased by more than 6%% in real terms in 1968, 
and while the rate of inflation was reduced only slightly from that of the 
previous year, the increase in the cost of living in 1968—24°(—was the 
smallest of any year since 1958. (The chart on page 4 shows increases in the 
cost of living over the past eleven years.) 


The Government has also demonstrated by word and deed its determination 
to foster policies under which private enterprise can flourish, recognizing that 
this sector of the economy is the source of revenues used to further the 
interests of all the people in Brazil. Numerous new enterprises became 
established in Brazil during the year and many others extended their opera- 
tions, thereby demonstrating confidence in the country’s economic future, 
influenced by the fact that Brazil’s rate of population growth is one of the 
highest in the world with consequent fast-growing demands for goods and 
services of all kinds. 


Your Company seeks to play its full role in this development. To that end 
Light S.A. (the abbreviated name of the Company’s electric subsidiary) 
invested the equivalent of $68,005,782 in 1968 on the program for expanding 
and improving its distribution and transmission systems. This continuing 
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program has absorbed a total of $186,000,000 since its initiation in 1965, 
including $40 million provided by the United States Agency for International 
Development under a loan agreement signed in 1965. 


Of outstanding significance this year was the reception given by the Brazilian 
public to the offering in January of 55 million additional shares of Light S.A. 
This capital increase, equal to approximately 5°% of the presently outstanding 
share capital, was fully subscribed in less than a month’s time by 115,000 
Brazilians from many walks of life. This was both a manifestation of confi- 
dence in Light S.A. and an indication of the new and growing strength of the 
capital markets in Brazil. The money raised, the equivalent of approximately 
$14 million, will be used in the company’s expansion program. 


Your Company was pleased with the increasing awareness demonstrated by 
the Canadian Government of the growing importance of Latin America. The 
ministerial delegation which visited Brazil and other countries in November of 
last year was well received and, in the opinion of your Company, these rela- 
tionships should be further strengthened. At the same time, efforts now being 
made in the private sector to develop a closer relationship with Latin America 
should also be intensified. Your Company intends to support these objectives. 


Shareholders are aware that part of the Company’s earnings from utility 
operations in Brazil are not, at the present time, convertible into dollars. 
Also, in accordance with the agreement made respecting the sale of the tele- 
phone utility, referred to in earlier reports, $65 million of the total sale price 
of $96 million is to be reinvested in Brazil over a 20-year period. The Company 
is developing a steadily increasing investment income from sources in North 
America and Brazil, although the electric utility still remains by far the main 
source of income. 


As has been reported previously, the Company has a substantial holding in John 
Labatt Limited. This consisted at December 31, 1968 of 2,050,000 common 
shares and 62,200 convertible preferred shares, representing 23.5% of the 
common shares or 18.0% of the total shares outstanding at that date. For the 
year ended April 30, 1968 Labatt’s consolidated net earnings were Can. 
$8,651,387 (Can. $0.91 per common share) compared with Can. $6,837,315 
(Can. $0.79 per common share) in the preceding year. Net earnings for the 
nine months ended January 31, 1969 were Can. $0.85 per common share. 


Your Company’s interest in Labatt’s represents by far its largest equity 
investment outside of the utilities in Brazil. 


To clarify the distinction between its growing non-utility investment interests 
and its utility operations in Brazil, the Company plans shortly to transfer its 
holdings of shares and debentures in the utility companies, along with the 
balance owing to it on the sale of the telephone utility, to another wholly- 
owned subsidiary recently acquired and now named Brazilian Light Limited. 
This consideration underlies the proposal to change the name of the parent 
Company, referred to in the Notice of Meeting accompanying this Report. 


During the present year the Company will continue to examine opportunities 
for diversification in Brazil and in North America through the investment 
of funds available to it and through possible acquisitions. Personnel have 
been assigned to this aspect of the Company’s operations. 


ELECTRIC ENERGY SOLD 
1958-1968 


BILLIONS OF KILOWATT-HOURS 
1 BILLION=1,000 MILLION 
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The textile mill of Empresa Industrial Garcia, one of our investment interests, near 
Blumenau in southern Brazil 


The demand for electricity in the area served 
by your Company continues to grow at an extraordinarily high rate. Total 
kilowatt-hours sold by Light S.A. were approximately 12°% higher than in 
1967, reflecting the surge of industrial growth. Sales amounted to 15,329 
million kilowatt-hours. 


Rainfall in 1968 was below normal and the Company’s reservoirs had to be 
drawn down to an uncomfortably low level. With help in the form of energy 
from government electricity agencies, particularly Eletrobras through its sub- 
sidiary the Furnas Company, it was possible to service our customers and 
meet the increasing demand. Nevertheless water storage in our service area 
and adjoining districts remains unsatisfactory. 


Reference has been made in previous annual reports to the important hydro- 
electric projects being developed by agencies of the federal and state govern- 
ments. (See the map inside the back cover of this Report.) During 1968 
substantial progress was made on their construction and it is expected that 
three of the larger plants will enter into service later this year. It is anticipated 
that some of the additional energy thus produced will become available for 
purchase by Light S.A. Purchases of energy from outside sources were 
equivalent to 38°% of all the energy distributed by Light S.A. in 1968, com- 
pared with 36°% in 1967. 


The Rio de Janeiro system is being converted from a frequency of SO cycles 
per second to 60 cycles. At the end of 1967, 11°% of the total Rio demand was 
being supplied at 60 cycles; at the end of 1968 the comparable proportion had 
risen to approximately 30°%. 


GAS OPERATIONS The operation of the Company’s only remaining gas 
subsidiary, which manufactures and distributes gas in the city of Rio de 
Janeiro, continues on an unsatisfactory basis. It has not been possible to 
negotiate with the State of Guanabara, the conceding authority, rate levels 
which would enable the company to maintain its plant adequately or to pro- 
vide the capital additions necessary to meet growing demands. Negotiations 
with the State of Guanabara are continuing in an effort to find a mutually 
agreeable solution to the problem. 


EMPLOYEES More than 99°% of the employees of the Company and its 
subsidiaries are Brazilians working in Brazil, and many of the illustrations in 
this Report show employees and their families at work and at play. Grateful 
acknowledgment is made of the contribution of all employees of the Company 
to the successful results achieved. 


DIRECTORS AND OFFICERS The death in September of Mr. J. Grant 
Glassco, the Chairman and chief executive officer of the Company, was a 
heavy loss for the Company and for all those connected with it. Mr. Glassco 
joined the Company as Executive Vice-President in 1957, being elected a 
Director at the same time, although his association with the Company as its 
auditor dated from some years earlier. In 1963 he was elected President of the 
Company and remained in that office until May !968 when he was elected 
Chairman of the Board. In his short years as the Company’s chief executive, 
he provided leadership in guiding the organization through a period of political 
and economic crisis in Brazil, and advanced diversification so as better to 
assure the Company’s future as a private venture in that vast and developing 
country. Mr. Glassco was a great Canadian and a warm friend of Brazil. 
Those who worked with him and for him had an immense admiration for his 
quiet, effective skill, his quick intelligence, his calm, his humour, and above 
all, his great humanity. Members of the Board express their grateful appre- 
ciation for the outstanding services rendered by him to the organization, and 
record the personal affection and esteem in which he was held by them. 


Earlier in the year, in May, the Company suffered a great loss through the 
death of Mr. Edgar G. Burton, a Vice-President of the Company. As a lead- 
ing business figure, Mr. Burton was active in civic and community affairs, 
and widely known for his charitable and philanthropic work. The members 
of the Board express their grateful appreciation of the notable services ren- 
dered by him as a Director and officer of the Company, and record the 
personal regard and esteem in which he was held by them. 


The Right Honourable the Lord Bridges, having reached retirement age, did 
not stand for re-election at the Annual Meeting of Shareholders. Lord Bridges 
joined the Board in 1959 and contributed greatly to the Company’s progress 
since that time. 


The vacancy on the Board was filled, in May, by the appointment of the 
Honourable Robert H. Winters, former Minister of Trade and Commerce, as 
a Director; in addition, Mr. Winters was elected President of the Company, 
succeeding Mr. J. Grant Glassco who became Chairman of the Board. At 
the Annual Meeting in June, the shareholders elected Mr. Paul G. Desmarais, 
Chairman and Chief Executive Officer of Power Corporation, as a Director. 


New transformers installed in Sao Paulo as part of expansion program 


In October, Mr. Neil J. McKinnon, Chairman of Canadian Imperial Bank of 
Commerce, was appointed a Vice-President of the Company. Mr. McKinnon 
has been a Director since 1957. In December, the Directors elected Mr. John 
M. Seabrook to the Board. Mr. Seabrook is Chairman and President of 
International Utilities Corporation. 


The Board, at its meeting of April 1, 1969, accepting with regret the resigna- 
tion of Mr. G. Blair Gordon, expressed its appreciation and thanks to him 
for the valued contribution he has made as a Director of the Company since 
joining the Board in 1947. To fill this vacancy, the Board elected Mr. Leo 
Model a Director. Mr. Model is President of Model, Roland & Co., Inc. 


Senator Lazarus Phillips, having reached retirement age, will not be standing 
for re-election as a Director at the forthcoming Annual Meeting of Share- 
holders. The warm thanks of his colleagues on the Board are extended to 
Senator Phillips who, since joining the Board in 1960, has given generously 
of his wise counsel. 


On behalf of the Board of Directors, 


President 


April 1) 1969 
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The over-all performance of the Brazilian economy in 1968 was the most 
satisfactory experienced in recent years. Real output increased by more than 
6%, a growth rate long sought by the Government. Growth was most 
pronounced in the industrial sector where production increased by an impres- 
sive 15°%, as compared with the 2.8°% increase achieved in 1967. Agricultural 
output remained stable at approximately the 1967 level. Inflation at the rate 
of 24°% was about the same as in 1967. 


The automotive industry had another record manufacturing year in 1968, 
its output of 278,912 units being 24°% greater than in 1967. The production 
of cement increased by 14°% over the previous year and amounted in 1968 to 
7.3 million tons. Construction activity increased by 179% under the stimulus of 
the National Housing Plan. The national production of crude oil in 1968 was 
60 million barrels, an increase of over 10% in relation to 1967. However 
Brazil’s consumption of crude oil and petroleum products grew by 169% during 
1968 and, in order to meet this rise in demand, imports increased by 26% in 
dollar value over the previous year. During the year Petrobras, the Brazilian 
Government’s oil monopoly, obtained promising results from its first drilling 
on the country’s continental shelf. 


In the portion of north-eastern Brazil coming under the jurisdiction of SUDENE 
(the federal government agency responsible for the development of that area), 
investments totalling NCr$1,475 million (approximately $425 million equiva- 
lent) were made during 1968, an increase of 39°% over 1967. The stimulation of 
investment in that area by tax incentives has led to the establishment of many 
new industries with a resultant upsurge in employment and income levels and 
other favourable economic and social effects. The tax incentive plan has now 
been extended to other areas and sectors such as the Amazon region, the tourist 
and fishing industries, and reforestation. 


BALANCE OF PAYMENTS AND TRADE The value of Brazil’s exports 
reached an all-time peak of U.S.$1,890 million in 1968, 149% above the com- 
parable figure for 1967. Imports, however, grew by 289% and amounted in 
1968 to $2,133 million. There was thus an unfavourable balance of trade of 
$243 million compared with $13 million in 1967. 


The sharp rise in the value of imports was accounted for partly by increased 
imports of crude oil and petroleum products, valued in 1968 at $284 million, 
and also by a large increase in imports of machinery, heavy vehicles and 
construction equipment, reflecting the growth and development of the indus- 
trial and manufacturing sectors of the economy. 


The principal items of Brazil’s exports are shown in the table below from which 
it will be seen that coffee exports alone accounted for $73 million out of the 
$236 million increase in 1968 exports: 


VALUE EXPRESSED IN MILLIONS OF DOLLARS 


PRINCIPAL EXPORTS 1968 1967 1966 1965 1964 


Coficesay sara cee ees 778 705 764 707 760 


Manufactured Goods . . . 150 157 104 110 70 
Cotton a eee 131 oF 111 96 108 
Tron Orca ee 107 100 100 103 81 
SUpar4a- nb oa ee 102 79 80 i ad 
Pinewood aan 65 48 56 2 46 
Corn = i 2 ee 57 22 32 28 3 
Cocoas Beans yas mee ee 46 59 eH 28 35 
ToTAL ALL Exports . . . 1,890 1,654 1,741 15595 1,430 


(Based on figures supplied by Brazilian Ministry of Finance) 


Staff members participating in the new share issue of Children of our millionth Rio customer of electricity 
Light— Servigos de Eletricidade S.A. admiring the special meter which was installed 


The value of coffee exports amounted to approximately 419% of total export 
receipts in 1968; this percentage is gradually being diminished year by year, 
as Brazil develops other exports and reduces the degree of her dependence 
on coffee as a source of foreign exchange. 


Notwithstanding an over-all deficit on current account of $443 million, Brazil’s 
balance of payments for 1968 is expected to show a surplus of approximately 
$40 million compared with a deficit of $241 million in 1967. The improved 
results for 1968 are in part due to an increase in foreign capital loans and 
investments which amounted to approximately $1,000 million in the year as 
against $645 million in 1967. 


INTERNAL PRICE LEVEL The gains made by the Government during 1967 
in reducing the rate of inflation were consolidated and strengthened in 1968. 
The cost of living for the State of Guanabara increased by 24°% during the 
year, slightly better than the 1967 increase of 24.5°% and a marked improve- 
ment over 1966 when living costs rose by 41%. 


To compensate for increasing living costs, Brazil’s minimum wage was raised 
by 23°% on March 26, 1968, compared with raises of 25°% in 1967 and 27% in 
1966. A wage increase of 25°% was granted to the Company’s employees with 
effect from January 1, 1969. The previous wage increases for 1968 and 1967 
were 19°% and 26% respectively. 


The federal cash deficit for 1968 amounted to NCr$1,227 million, compared 
with NCr$1,225 million in 1967. When measured in real terms this is 
equivalent to a reduction for 1968 of approximately 25%. The total money 
supply (currency in circulation plus bank deposits) increased in 1968 by 42°% 
compared with an increase of 37°% in 1967. 


In the current year the federal Government has adopted a policy of severe 
budgetary restraint in a direct attack on one of the chief causes of the 
prevailing inflation. If its planned monetary and wage policies are imple- 
mented, it appears likely that price increases in 1969 will be further reduced 
without sacrifice of the current rate of growth. 


10 


FINANCIAL REVIEW 
1968 


The consolidated financial statements of the Company and its subsidiaries as 
at December 31, 1968 and for the year ended on that date, accompanied by 
the notes which form an integral part thereof and the Auditors’ Report 
thereon, appear on pages 19 to 26 of this Report, along with comparative 
figures for the previous year. All the statements are expressed in United 
States currency and references herein to dollars are to United States dollars. 
Cruzeiros referred to in this Report are new cruzeiros. The new cruzeiro 
(NCr$) has been the monetary unit of Brazil since February 13, 1967, and is 
the equivalent of 1,000 old cruzeiros. 


VALUE OF THE CRUZEIRO EXPRESSED IN DOLLARS Almost all of the 
Company’s operating income is earned in cruzeiros and many of the items 
included in other income and income deductions also arise in that currency. 
Many of the assets and liabilities reflected in the balance sheet similarly 
originated in cruzeiro transactions. The procedures followed in translating 
these cruzeiro values into dollars are described in Note 1 to the financial 
statements (page 24). The translation formula has remained basically 
unchanged since the free exchange market was established in Brazil in 1953. 


The following table indicates the variations which have occurred since 1961 
in the three exchange rates which most directly affect the financial statements: 


Cruzeiros per Dollar 


Rate used in 


Composite Average Translating Cruzeiro 

Earnings Free Market Working Capital at 
Rate Rate Year End 
19619 eee NCrs02 38 een Cr 02 77 NCr$0.319 
19602 eee 0.367 0.390 0.475 
196332 eee 0.578 0.578 1.200 
1964.25 eae 1.264 93 1.850 
1965ae0eey eee 1.902 1.904 220 
WIS) BoB 5 6 ALIN) 2.218 2AS 
19679 eee 2.673 2.686 3.220 
1963 eee 3.444 3.470 3.830 


Since 1962 the composite earnings rate has differed only slightly from the 
average free market rate. Measured by either rate the value of the cruzeiro 
fell by approximately 299% in 1968, compared with a fall of about 21°% in 1967. 


Until August no change occurred in the free market exchange rate of NCr$3.22 
to the dollar which had been fixed as the Bank of Brazil’s selling rate on 
January 4, 1968. On August 27, 1968 the cruzeiro was devalued by approxi- 
mately 13°% and a system of moving exchange rates was adopted. Under that 
system the Bank of Brazil’s selling rate for the dollar has varied as follows: 


August. “27; 1968" 525) es ee INGOT 3350) 
September 24, 1968 i) se, ee ee | ee ere INC Ch Sac0) 
November 19, 1968 As eee © NCO Sea 
December 97 1968: 50 ee NI CET occ 
February 2 4:. 1969 7 oy ee NT cos 
March 19, 1969 er ee re ety ae. SCG ALY) 


It will be noted from the above that during 1968 the external value of the 
cruzeiro fell 19%, from NCr$3.22 to NCr$3.83. 


REMITTANCES As shareholders were advised at the Annual General 
Meeting held on June 3, 1968 the Company’s investment as at December 31, 
1966 in its principal subsidiary (Light—Servigos de Eletricidade S.A.) was 
duly registered as foreign investment by the Central Bank of Brazil on 
May 28, 1968. The investment in the subsidiary which formerly provided gas 


J. H. A°Court, Vice-President— 
Finance (seated) with R. E. SPENCE, 
Director— Finance, Light S.A. 


service in SAo Paulo was registered at the same time. The capital invested 
in the non-utility investment subsidiaries has not yet been registered, but the 
applications for these registrations are presently under review by the Central 
Bank. Due to the difficulty of proving the entry into Brazil of the original 
capital of the gas company in Rio de Janeiro, it is unlikely that the investment 
in that company can be registered. 


The portion of the Company’s investment in Light S.A. now held in the form 
of debenture debt of that subsidiary was registered in full, as anticipated in the 
1967 Annual Report. As was also anticipated a year ago, the balance of the 
investment in Light S.A. which is held in the form of equity was only partially 
registered. Registration of the larger part of the unregistered portion of the 
equity investment has been and remains under negotiation with the Central 
Bank. Pending the successful completion of these negotiations, dividends 
paid to the Company by Light S.A. are only partially convertible into dollars. 


Remittances from Light S.A. to the parent company represent inter-company 
transactions and are not therefore reflected in the consolidated financial state- 
ments. All debenture interest and principal due by Light S.A. in 1968 was 
however remitted on the due dates, and the Company also received the 
amounts payable to it as a result of the 10°% dividend declared by Light S.A. 
in April, 1968. 


Service of the Company’s indebtedness to the International Bank for 
Reconstruction and Development continued during 1968 to be effected by 
Light S.A., pursuant to the terms of the Obligors Agreement which took effect 
on June 30, 1965. So long as remittances of principal and interest are made by 
Light S.A. to the Bank under that Agreement as they fall due, the Company is 
relieved of its obligation to service the debt. The $120,390,000 originally 
borrowed from the International Bank has been reduced, as of the date of this 
Report, to $44,481,000 (including $6,433,000 maturing over the balance of 
the current year). 


All payments due to the Company under the agreement covering the 1966 
sale of its telephone utilities to the Government of Brazil continue to be 
made promptly on their due dates. 
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STATEMENT OF CONSOLIDATED INCOME Consolidated net income for 
1968, as shown by the statement on page 19, amounted to $59,185,491 ($3.37 
per share) and arose from the following sources: 


Net Income 

000’s $ per 

of dollars share 

Electric utility operations =) ec Oa 100 $2.43 
Other utility/operations Wea mn te ee 12) (.07) 

Non-utility operations 

Interest under telephone sale agreement . . . 4,772 eT, 
Investment:incoime ner. ene 9,254 3 
Extraordinary 11S pase 3,632 21 
Total. et ee ee ere OLS S337 


The increase in net income of $7,614,764 over the $51,570,727 ($2.95 per 
share) earned in 1967, can be divided amongst the four main sections of the 
Statement of Consolidated Income as follows: 


Operating income—decrease . . . . . . . . . §(3,882,339) 
Other income— increase auarwe nse 3,747,675 
Income deductions—decrease. . . . . . .. . 4,117,584 
Extraordinary items (credit) increase. . . . . . . 3,631,844 

$ 7,614,764 


OPERATING INCOME Operating income represents the excess of utility 
operating revenues over operating expenses, taxes, depreciation and reversion. 
Of the $3,882,339 decrease therein sustained in 1968, $3,649,195 relates to the 
electric service. (The remaining $233,144 represents the increase in the 
operating losses of the remaining non-electric utilities.) Electric operating 
income is basically equivalent to the remuneration earned on the rate base 
established under the “service at cost’? system of rate making, less expenses 
which are not recoverable in rates. Such expenses in 1968 exceeded $16 
million, consisting chiefly of withholding taxes and net income tax accruals. 
(Income taxes on profits are only recoverable in rates as paid.) 


Rates were increased by approximately 10°% on August 1, 1968, partly to 
reflect the monetary correction recorded in the books in January, 1968 and 
partly to take into account those increases in cost of service expected in 1968 
and 1969 which will not be recovered either by automatic rate surcharges or 
by rate adjustments arising out of future monetary corrections. This rate 
adjustment, effected after three years of operation under the “‘service at cost” 
system, was the first of the over-all triennial revisions contemplated when the 
system was established on January 1, 1965. Rates fixed on August 1, 1968 
were set at levels which would permit the conceding authority to return to 
Light S.A., over the last five months of 1968 and the twelve months of 1969, 
the excess earnings of the 1965-67 period which previously had had to be 
deposited in one of the official banks. 


Operating revenues derived in cruzeiros from the rates in force plus the return 
of approximately NCr$15 million of prior years’ excess earnings were sufficient 
to cover all costs of the service in 1968, including the remuneration allowed 
on the rate base. In 1968 there were no excess earnings and no recoveries of 
deficiencies in prior years’ earnings. 


Comparisons of electric operating income of successive periods expressed in 
dollars are distorted not only by variations from year to year in recoveries of 
earnings deficiencies of prior years, but also by the fact that variations in the 


external value of the cruzeiro used for translating earnings into dollars do not 
coincide in any given period with variations in its internal value as reflected 
in the annual adjustments of electric rates effected through the monetary 
correction process. The operation of these factors shows up clearly in com- 
paring 1968 figures with those of 1967. 


Electric operating income increased in 1968 by . . . $6.3 millions 
due to the net increase in the rate base (new plant less 
depreciation). Itfellby . . . $4.3 millions 


equivalent to prior years’ earnings deficiencies recovered in 
1967. (There were no such recoveries in 1968.) 
$2.0 millions 
The 29°% drop noted on page 10 in the cruzeiro/dollar rate used 
for translating earnings into dollars reduced the dollar value 
attributed to the remuneration on the 1967 rate base by . . $5.2 millions 
more than the additional remuneration arising out of the 
monetary correction recorded in 1968. The monetary correc- 
tion was 22%. 


The result is a decrease in electric operating income of . . $3.2 millions 


Various lesser items account for the balance of the $3,649,195 decrease in 
electric operating income recorded in 1968. 


The main features of the “‘service at cost’’ system have been outlined in the 
Annual Reports of the past four years, and are also indicated in Note 3 to 
the financial statements. The description of the system has therefore been 
omitted from this Report. 
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Motor at Vigario pumping-station being assembled after rebuilding for 
60-cycle operation 


The work of the Government commissions engaged in determining the amount 
of the rate base or remunerable investment has not yet been completed. 
The value of the rate base used in rate-making since January 1, 1965 is there- 
fore provisional. Until the cruzeiro value of the rate base is finally determined 
by the regulatory authorities, the annual allowable remuneration thereon is 
an estimated figure which may be subject to later adjustment. 


Depreciation and reversion were provided in the cruzeiro accounts of Light 
S.A. in 1968 on the same basis as in 1967, and the cash proceeds thereof 
continued to be used to assist in financing the expansion of the transmission 
and distribution systems. 


Net income includes $4,772,032 of 1968 interest on the 
balance owing by the Brazilian Government on the 1966 sale of the Company’s 
telephone utility. 


Investment income increased in 1968 by $3,239,149 to $9,253,958. Approxi- 
mately $1,650,000 of the increase and $5,850,000 of the 1968 total represent 
income on the Company’s portfolio investments and liquid reserves invested 
outside Brazil. The balance consists of income earned on the short-term 
investment of liquid cruzeiro reserves of Light S.A., plus the net income of 
the Company’s investment subsidiaries in Brazil. 


‘SS The major components of the $4,172,544 of 

interest on (ne term debt are interest on the Company’s debt to the Inter- 

national Bank for Reconstruction and Development and on Light S.A.’s debt 
to the United States Agency for International Development. 


Interest charged to construction and included in 1968 net income amounted 
to $1,593,901, computed on year-end balances of construction work in 
progress as called for by the regulations in force. The cruzeiro equivalent of 


this sum will become part of the rate base when the construction projects to 
which it relates are completed and transferred to utility plant in service. 


The $2,947,595 charge for reversion interest represents 1968 interest at 6°% 
per annum on the accumulated total of reversion monies recovered in rates 
and expended on plant expansion. Such interest is payable from the remu- 
neration earned on the new plant built with reversion monies, which are thus 
equivalent to a permanent 6°% loan for plant expansion. 


The usual exchange loss arising out of the translation to dollars of year-end 
cruzeiro working capital at current exchange rates was less than normal in 
1968 because such working capital included substantial assets subject to 
monetary correction. In addition the translation procedures followed gave 
rise in 1968 to larger exchange profits than is normally the case. These profits 
arose primarily out of the liquidation of certain cruzeiro liabilities formerly 
carried in deferred credits at dollar equivalents greater than their dollar value 
at the time of liquidation. The net effect of all this was that the normally 
large “foreign exchange adjustments” item appearing in the Statement of 
Consolidated Income was reduced in 1968 to $2,917. 


The interest of the minority shareholders in Light S.A. profits amounted to 
$7,428,283 in 1968. Since the year-end, the minority interest in Light S.A. 
has been increased to about 17.5%, as a result of the sale to the public in 
Brazil, referred to on page 4, of the equivalent of approximately $14 million 
of new shares. 


The $3,631,844 of extraordinary 
credits appearing in the Statement of Consolidated Income arose from non- 
recurring dollar and sterling transactions. The principal transaction involved 
was the redemption of the 5°% perpetual consolidated debenture stock of the 
former Sao Paulo Light S.A., which gave rise to a profit equivalent to the 
difference between the book value of the sterling debt at $4.8674 to the pound 
and the cost of redemption of $2.40 to the pound. Also included in extra- 
ordinary credits are similar profits arising out of the redemption, at costs 
based on current exchange rates, of the Company’s Series D, E and F Bonds. 


The state- 
ment of consolidated income for 1968 is compared in the table below with 
the similar statements for the three preceding years. The table covers the 


Comparative Statement of Consolidated Income YEAR ENDED DECEMBER 31 
1968 1967 1966 1965 
(000) (000) (000) (000) 
Operating feventies ee 8 2 103429 326 7,87) 20296,399.¢ 918 3,000 
Operating revenue deductions 
Operating expenses cluding income taxes) A eee e162.) 171,509, 150,097) 114,386 
Depreciation, ice Re ceo hanes ianee sentient 21,426.55 20,377 B2.414 227,124 
FEVETSIOTI ere ee TUE NT LSet de Sansa Sat pee eur 17,853 18,128 15,978 13,896 
216,441 210,010 198,489 155,403 
Operating Incomes 0 Es onl ae UN ea ore re aaare Riau einer Ce 53,983 57,865 39,894 28,097 
Other WiCOMIS ees ee i Sr eas ete a gs cap 14,528 10,781 10,788 3,108 
Net income: before income deductions (sist ty ie eile aloe a pana ie 68,511 68,646 50,682 31,205 
THe ome dedUehiOme oie sh lea han CO RUD Saale Nae eras TR Ce caaMiint beer nic ike L297. 17,075 14,303 11,725 
Net income befote.extraordinary Items) ye fe ea eee seni 55,554 51,571 36,379 19,480 
Extractdinary-items—credit 55) 0c Sa ae han ean ane ans thik 3,631 na —s ys 
Net. income for weary (1% pail. Roe Ge SUC ive ae ieee tah cena anes scan etree dane $595185.$) 51,571. $36,379" $19,480 


(In accordance with current accounting practice the $18,815,426 loss on sale of the telephone utility charged to Retained Earnings in 1965 and the 
$2,884,788 loss on abandonment of the Santos gas service included in Income Deductions in 1966 would be classified as extraordinary debits.) 
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period during which electric rates have been determined under the “service 
at cost”’ system. 


CONSOLIDATED BALANCE SHEET Total shareholders’ equity at book 
value, as shown by the Consolidated Balance Sheet on pages 20 and 21, 
increased from $558,475,829 ($31.84 per ordinary share) at December 31, 1967 
to $600,765,680 ($34.12 per ordinary share) at December 31, 1968. These 
amounts represent investments in the following sectors: 


1968 1967 
Electric utility 7 9) ee OO 29 LO $415,604,290 
Gas utility, = = - 5 crane 11,447,568 13,2025 712 
Balance of telephone ntity cale prices: 78,845,608 83,600,288 
INOn-Utility yy eee 63,743,308 46,068,539 


$600,765,680 $558,475,829 


Assets classified in the above table as non-utility are included in the 
Consolidated Balance Sheet under various headings but consist of the 
following items: 


1968 1967 

Investment in Labatts 7 = 38. 3). $22/9538,010 $21,134,716 
Other parent company holdings in stocks 

and: bonds. a ue ieee wn et Lh CE 9,999,235 
Gelanese project ims Biazi) a eee 3,149,836 1,380,000 
Other equity positions in Brazil . . . 5,520,396 5,747,635 
Portfolio of quoted securities in Brazil . 1,019,360 1173725 
Short-term investments in Brazil . . . 15,444,846 5,816,886 
‘Net fixed and other assets of investment 

SUDSICIATICS: meee ee ee ee 838,956 816,342 


$63,743,308 $46,068,539 


The following comments on certain of the principal assets and liabilities 
supplement the Consolidated Balance Sheet. 


FI SSETS Property, plant and equipment at December 31, 1968 
Rota to $931,854,562, compared with $871,876,843 at December 31, 1967. 
The increase of $59,977,719 represents capital additions of $70,208 795, less 
retirements and other adjustments. Retirements included the Company’s 
25,000 KW floating steam plant, which was sold to the State of Rio Grande 
do Sul. The capital additions comprised both expenditures made under the 
1968 capital budget and expenditures arising out of commitments incurred 
under prior years’ budgets, and may be divided by sectors as follows: 


Electric generation and transmission . . . . . . $13,796,470 
Electric distribution . . ee oe oe eee oe 4 2008S 1D 
Gas (including $1,736,167 Gane by 

the Statecof Guanabata ie een nnn nn a 2,203,013 


$70,208,795 


Capital expenditures made since the introduction of the “‘service at cost’ 
system have been— 


196 7) ee eres.) 9-0 03000 
19007 yee ee eed 3.0 2000) 
1965 9s po eee 205047000 


The capital budget authorized for 1969 is $70,222,000. 


Aerial view of Jupia, a government-owned power development on the Parana river, 
taken by one of our engineers 


By the end of 1968 the revised four-year program for expansion and modi- 
fication of the Company’s transmission and distribution systems had been 
substantially completed. Except for the $40,000,000 loan granted to Light S.A. 
in 1965 by USAID—all of which had been drawn down or committed by the 
1968 year-end—the program, involving the expenditure of the equivalent of 
some $186,000,000, was financed entirely with funds generated internally. 


Completion of the 1965-68 program does not imply a slowing down of the 
rate of capital expenditure. Light S.A.’s transmission and distribution facilities 
will be continually expanded to meet the continuing load growth. This will 
probably call for capital expenditures over the 1969-73 period in excess of 
the equivalent of $300 million. 


RECEIVABLE ON SALE OF TELEPHONE UTILITY Including two bills of 
exchange covering 1969 maturities which were discounted in 1968, the amount 
received by the Company to the end of 1968 under the 1966 agreement covering 
the sale of the telephone utility to the Brazilian Government was $18,847,159. 
The balance of the $96,315,787 sale price appears in the Consolidated Balance 
Sheet as: 


Investments and other assets. . . . . . . . . $76,050,941 
CUETeNLASSCUS a mere ee ee 1,417,687 
$77,468,628 


In accordance with its reinvestment obligation the Company had reinvested 
or committed itself to reinvest in Brazil, out of the sums received to the end 
of 1968, the amount of $5,097,000, chiefly in the joint project with Celanese 
Corporation referred to in the 1967 Annual Report. Some $65 million must 
be reinvested in Brazil over the twenty-one year period 1966 to 1986. 


OTHER INVESTMENTS Other investments as shown in the Consolidated 
Balance Sheet increased by $7,584,739 from $43,550,697 at December 31, 
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1967 to $51,135,436 at December 31, 1968. The increase occurred in the 
following items: 


Parent company portfolio 


—Sshares of other companies’). » assent) 05044, 
bonds 2 2° 3) 2 ee 731,175 
Telephone proceeds invested in the Celanese project . . 1,769,836 
MinorereductionS) =. a ae (263,699) 
$7,584,739 


UNREALIZED BALANCE OF EXPROPRIATED ASSETS OF SAO PAULO 
GAS SERVICE The $5,970,060 appearing in the Consolidated Balance Sheet 
under this heading represents the book value of the assets formerly employed 
in the gas service in the city of Sdéo Paulo, which were expropriated by the 
municipality in October, 1967, less the equivalent of $2,406,938 deposited to 
the credit of the Company’s gas subsidiary pending determination by the 
judicial authorities of the indemnity payable by the city for the assets. The 
case is still before the courts and it is not known how long settlement will be 
delayed. No loss is however anticipated as a result of the expropriation. 


WORKING CAPITAL Workingcapital increased during 1968 by $15,290,096, 
represented by an increase in current assets of $8,678,098 plus a decrease in 
current liabilities of $6,611,998. The components of this increase are set out 
in the Statement of Source and Application of Funds which appears on 
page 22. 


RETAINED EARNINGS The Statement of Consolidated Retained Earnings 
on page 22 reflects an increase in retained earnings in 1968 of $41,607,313, 
equivalent to the $59,185,491 of net income earned during the year less divi- 
dends paid to shareholders in the amount of $17,578,178. The increase in 
retained earnings as recorded was used as follows: 


To repay debt— 


Reduction in long-term debt” 2) ees 2.002 oco 
Reduction in long-term debt payable within one year . 2,410,469 
$15,092,995 

Retained in the business— 
In dollar assets 9a) ye) pe ee 13,227,844 
In Cruzeiro*aSsets came nae 13,286,474 


$41,607,313 


LONG-TERM DEBT The components of the $70,953,218 of long-term debt 
outstanding at December 31, 1968 are indicated on page 23. Total debt was 
reduced during 1968 by a net amount of $1,833,721, as a result of repayments 


or transfers to current liabilities, amounting to. . . . . $12,682,526 
less new borrowings (chiefly drawdowns under the $40 million 
USAID loan) which! totalled Giese eee 10,848,805 


») [8335721 


All of the Company’s Series D, E and F Bonds were redeemed in 1968, along 
with the 5°% consolidated debenture stock of the former SAo Paulo Light S.A. 
Except fora small amount of supplier financing, all funded debt of the Company 
and its subsidiaries is now held by the International Bank for Reconstruction 
and Development and the United States Agency for International Development. 


BRAZILIAN LIGHT AND POWER COMPANY 


AND SUBSIDIARY COMPANIES 


FOR THE YEARS ENDED DECEMBER 31 
EXPRESSED IN UNITED STATES CURRENCY 


OPERATING REVENUES: 
Electric . 
Gas . 


OPERATING REVENUE DEDUCTIONS: 
Operating expenses —- 2. 


Income taxes (including withholding taxes) 
(Note 6) . 


Depreciation (Note 3). 
Reversion (Note 3) 


OPERATING INCOME 


OTHER INCOME: 
Interest under telephone sale agreement 
Investment income 
Miscellaneous (net) 


Net INCOME BEFORE INCOME DEDUCTIONS . 


INCOME DEDUCTIONS: 
Interest on long-term debt : 
Interest charged to construction—credit 
Reversion interest (Note 3) ; 
Foreign exchange adjustments (Notes | and 2) . 
Equity of minority shareholders . 


NET INCOME FOR YEAR BEFORE EXTRAORDINARY 
ITEMS 


EXTRAORDINARY ITEMS—credit (Note 5) 
NET INCOME FOR YEAR 


AVERAGE ORDINARY SHARES OUTSTANDING 
Net INCOME PER ORDINARY SHARE 
Before extraordinary items 
Extraordinary items 
NeT INCOME 


(See accompanying notes) 


LIMITED 
1968 1967 
$257,611,809 $249,530,610 
12,812,340 18,344,232 
270,424,149 267,874,842 
155,193,222 148,483,282 
21,968,641 23,021,078 
21,425,748 20,377,394 
17,853,926 18,128,137 
216,441,537 210,009,891 
53,982,612 57,864,951 
4,772,032 5,148,724 
9,253,958 6,014,809 
502,483 (382,735) 
14,528,473 10,780,798 
68,511,085 68,645,749 
4,172,544 4,102,452 
(1,593,901) (1,869,059) 
2,947,595 1,722,750 
2,917 5,218,553 
7,428,283 7,900,326 
12,957,438 17,075,022 
55,553,647 51,570,727 
3,631,844 a 
$ 59,185,491 $ 51,570,727 
17,566,721 17,454,025 
$3.16 $2.95 
21 = 
$3.37 $2.95 
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Consolidated Balance Sheet 


EXPRESSED IN UNITED STATES CURRENCY 


Assets 


FIxeD ASSETS: 
Utility plant in service. . 
~ Construction work in progress. . 
Other physical property et 
as Total property, plant and equipment at cost . 
Less accumulated depreciation and amortization 


Gute of Brazil obligations 
é Accounts receivable gine 


ee “on behalf of the Board: 
is oe Bch - ROBERT H. Winters 


Directors 
_N.J. McKinnon | 


(See accompanying notes) 


DECEMBER 31 


1968 1967 
$899,639,933 $836,210,500 
28,302,824 32,002,741 
3,911,805 3,663,602 
931,854,562 871,876,843 
344,360,421 332,677,826 
587,494,141 539,199,017 
1 1 
587,494,142 539,199,018 
76,050,941 78,845,608 
51,135,436 43,550,697 
5,824,310 6,959,114 
8,766,844 10,199,134 
5,970,060 5,970,060 
4,385,968 2,119,992 
152, 133,559 147,644,605 
13,469,885 13,006,361 
61,370,774 57,872,481 
40,675,265 33,058,129 
28,618,125 27,602,603 
19,997,147 23,913,524 
164,131,196 155, 453,098 
$903,758,897  $842,296,721 


EXPRESSED IN UNITED STATES CURRENCY 


Liabilities 
SHAREHOLDERS’ EQUITY: 


Capital (Note 10) 
Authorized— 


DECEMBER 31 


2,970 6°%% cumulative convertible prefer- 
ence shares of a par value of $100 


each (1967—3,934 shares) 


20,000,000 ordinary shares of no par value 


Issued and outstanding— 
2,970 preference shares 
(1967—3,934 shares) 


17,597,598 ordinary shares 


(1967—17,528,871 shares) . 


Retained earnings 


MINORITY INTEREST IN SUBSIDIARY COMPANY . 


CONTRIBUTIONS IN AID OF CONSTRUCTION . 
ACCUMULATED REVERSION (Note 3) 
LONG-TERM DEBT (per attached statement) 


DEFERRED CREDITS 


CURRENT LIABILITIES: 
Accounts payable and accrued charges 


Income and other taxes payable 


Long-term debt payable within one year . 


Interest and dividends due and accrued . 


(See accompanying notes) 


1968 1967 
$ 297,000 393,400 
186,793,489 186,014,551 
187,090,489 186,407,951 
413,675,191 372,067,878 
600,765,680 558,475,829 
46,683,249 42,425,772 
30,912,193 26,486,694 
71,489,518 50,687,997 
70,953,218 72,786,939 
11,069,711 12,936,164 
33,295,606 42,409,359 
23,154,281 18,484,686 
8,479,284 10,889,753 
6,956,157 6,713,528 
71,885,328 78,497,326 
$903,758,897  $842,296,721 
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FOR THE YEARS ENDED DECEMBER 31 


EX 


PRESSED IN UNITED STATES CURRENCY 


FUNDS PROVIDED 


Funds provided from operations: 
Net income for year . Pe ene CS 
Provisions deducted in arriving at net income: 
Depreciation 
Reversion : 
Reversion interest . Began tis 
Equity of minority shareholders . 


Current portion of sale price of telephone utility 
Customers’ contributions in aid of construction 
Long-term borrowings . ; 

Decrease (increase) in sundry assets . 

(Decrease) increase in deferred credits 

Share capital issued ; 
Deposit on expropriated gas prone’ Sio Paulo 


FUNDS USED 


Dividends—preference shares . 

—ordinary shares : 
Subsidiary dividend paid to minority charenolien 2 
Capital expenditures ‘ 

Reduction in long-term debt . 
Increase in other investments . 


Miscellaneous changes in various asset ing liability accounts 


Increase in working capital 


FOR THE YEARS ENDED DECEMBER 31 
EXPRESSED IN UNITED STATES CURRENCY 


BALANCE AT BEGINNING OF YEAR 
Net INCOME FOR YEAR 


DEDUCT: 


Dividends: preference shares—(Can. $6.00 per share) . 


ordinary shares —(U.S. $1.00 per share) 


(Can. $0.75 plus U.S. $0.25 per nee) 


BALANCE AT END OF YEAR 
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(See accompanying notes) 


1968 
$ 59,185,491 


21,425,748 
17,853,926 
2,947,595 
7,428,283 
108,841,043 
2,794,667 
4,425,499 
10,848,805 
976,269 

(976,370) 
682,538 


127,592,451 


18,418 
17,559,760 
3,818,354 
70,208,795 
12,682,526 
7,584,739 
429,763 
15,290,096 
$127,592,451 


1968 


$372,067,878 
59,185,491 
431,253,369 


18,418 
17,559,760 
17,578,178 

$413,675, 191 


1967 
$51,570,727 


20,377,394 
18,128,137 
1,722,750 
7,900,326 
99,699,334 
4,754,680 
2,933,904 
12,565,353 
(1,460,725) 
3,504,354 
1,227,088 
2,406,938 
125,630,926 


21,879 
16,529,700 
2,348,019 
59,612,912 
129,910 
26,548,973 
152,319 
8,687,214 
$125,630,926 


1967 


$337,048,730 
51,570,727 
388,619,457 


21,879 
16,529,700 
16,551,579 

$372,067,878 


AS AT DECEMBER 31, 1968 
EXPRESSED IN UNITED STATES CURRENCY 


Amounts due to International Bank for Reconstruction and Development*— 


4m %, 44%, 474% and 6% loans, due semi-annually 1969 to 1978 inclusive, payable in 
U.S. funds 


4%, 44% and 6% loans, due semi-annually 1969 to 1978 inclusive, payable in Canadian 
funds—Can. $12,496,819 


4% and 6% loans, due semi-annually 1969 to 1978 inclusive, payable in various funds— 
£215,727; Swiss Francs 270,131; French Francs 5,140,000 


*The amounts due to International Bank for Reconstruction and Development are evidenced by obligations 
of Light—Servicos de Eletricidade S.A. under an Obligors Agreement dated June 9, 1965; by various Loan 
Agreements; and by the following Collateral Trust Bonds of Brazilian Light and Power Company Limited— 


U.S. Equivalent 


Series A—payable in U.S.funds . . . $31,429,735 
Series B—payable in Canadian funds . . 12,076,490 
Series C—payable in various currencies. 1,794,775 


Light—Servicos de Eletricidade S.A.: 


United States of America Alliance for Progress 514°% loan (secured by floating charge), 
payable in U.S. funds in equal semi-annual instalments from July 28, 1969 to July 28, 1984. 
While the Special Payments Procedure is in effect principal and interest are to be paid in 


cruzeiros at the applicable rate prevailing on the due date 


Supplier financing, due semi-annually 1969 to 1972 inclusive, payable in Canadian funds— 
Can. $616,896 


Less amount payable within one year included under current liabilities . 


Maturities and sinking fund requirements during the next five years are as follows: 


$31,429,735 
12,076,490 


1,794,775 


45,301,000 


33,556,200 


575,302 
79,432,502 
8,479,284 


$70,953,218 


1969—$8,479,284; 1970—$9,758,742; 1971—$9,964,742; 1972—$10,176,742; 1973—$10,478,916. 


(See accompanying notes) 
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BRAZILIAN LIGHT AND POWER COMPANY LIMITED 


AND SUBSIDIARY COMPANIES 


1. TRANSLATION OF FOREIGN CURRENCIES 


The Company’s financial statements are expressed in terms of U.S. currency. Assets and liabilities and revenues and 
expenses in currencies other than U.S. dollars are translated into U.S. funds on the following bases: 


Fixed assets and related accumulated provisions for deprecia- 
tion, amortization and reversion 


Other investments 


The major portion of materials and supplies At the rates of exchange prevailing when transactions 
Capital stock giving rise to such items occurred; transactions in 
Contributions in aid of construction cruzeiros since December 31, 1952 have been translated 
Long-term debt at free market rates. 


The long-term portion of deferred credits 


Government of Brazil cruzeiro obligations subject to mone- 
tary correction 


Brazilian currency items (Note 2): 


December 31, 1968—at 3.83 cruzeiros to the dollar 


All other assets and liabilities (consisting principally of Décember 31: 1967-2 al 3.2) cruzeroctoune doles 


current assets and current liabilities) 
Other items: 


At the rates of exchange prevailing at December 31. 


Cruzeiro revenues (other than interest charged to construc- 
tion) and cruzeiro expenses (other than depreciation, 
reversion and reversion interest) . . . . . . . At the composite earnings rate determined in the manner 
referred to below. 


Depreciation for the year. 2... 0.0. a = SS At the same -tatevas: that used tor thes transiationsomene 
related assets. 


Reversion for the year, interest charged to construction and 


reversion interest? (06). 3. Fw ee eA tah ka VeraPenticermankeemnatce 
Revenues and expenses other than those in cruzeiros . . At average monthly rates of exchange for the currencies 
involved. 


Dividends (including dividends to minority holders of shares 
of the electric subsidiary) . oe. we wel) CUA the rates of exchange prevailing when the dividends 
were appropriated. 


The composite earnings rate referred to above is the rate resulting from translation into dollars of cruzeiro net income 
as follows: 


Cruzeiros to the dollar 


1968 1967 

(a) In respect of dollars purchased for remittance during 

the year, at the actual rates of exchange at which such 
dollars were: purchased; the average of such! rates elie een een nee 2.646 

(b) In respect of the balance of cruzeiro net income, at the 
average free market rate of exchange for the’ years -vizcuus meee re et 2.686 
The resulting composite earnings tate was < <9 <0) Glee ee ie 2.673 
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2. TRANSLATION OF BRAZILIAN CURRENCY ITEMS AT 
DECEMBER 31, 1968 AND 1967 


The free market exchange rate (which had since January 
4, 1968 been maintained at 3.22 cruzeiros to the dollar) 
was reduced to 3.65 cruzeiros to the dollar on August 27, 
1968 and a system of moving exchange rates adopted. 
Under this system the exchange rate was reduced in 
stages over the ensuing months to a rate of 3.83 cruzeiros 
to the dollar on December 9, 1968, which was the rate 
prevailing at December 31, 1968. As indicated in Note 1, 
the rates of 3.83 cruzeiros to the dollar at December 31, 
1968 and 3.22 cruzeiros to the dollar at December 31, 
1967 were used to translate ‘‘All other assets and liabil- 
ities” in Brazilian currency. Under the system of moving 
exchange rates, further reductions have taken place on 
_ February 4, 1969 (to 3.93 cruzeiros to the dollar) and on 
March 19, 1969 (to 4.00 cruzeiros to the dollar). 


3, ELEcTRIC RATES, DEPRECIATION AND REVERSION OF 
see: FIxeD ASSETS 
gulations enacted in November, 1964 under the 
implemented a regime of service at cost for 
es which became effective as of January 1, 
ce that date a level of allowable remuneration 
on de ermined by regulation and earnings in excess 
- to be available only for the purpose of 
s of earnings or establishing rates in 
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eee Dcontnets 1968 Operating reve-. 


oe noench eo 


hie y yous ad Bocas 31, 1967 exceeded the esti- 
- mated allowable level and the excess was accordingly 
excluded from operating revenues in 1967. An amount 
equivalent to this excess was deposited, as required by 
regulation, in an official bank in April 1968 to be held 
to meet future deficiencies in remuneration. As contem- 
plated in the granting of the revised rates in 1968, the 
portion of this deposit required to raise revenues to the 
9 estimated allowable level was returned to the electric 
e , subsidiary and included in its operating revenues in 1968. 


The regulatory authorities have not yet completed their 

determination of the remunerable investment. Electric 

4 rates may therefore be adjusted in future to reflect, as 

a from January 1, 1965, any change in the remunerable 
Bale investment which may result therefrom. 


s conversely, deficiencies of earnings 
1 future rates. The same regulations é 


ings depreciation may be deducted - 


vision, acc 
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p reciated oy) of the een after 


In 1968, as in 1967, depreciation was provided at 3% 
of depreciable plant, being the rate prescribed by the 
regulatory authority to be written and recovered in 
operating revenues. Although the provisions for depre- 
ciation in 1965 and subsequent years, as directed by the 
regulatory authority, have each been in excess of the 
annual amounts that would have been provided on the 
basis (used prior to 1965) of expected useful physical 
lives, the economic usefulness of the electric properties 
to the Company is reduced by the full amount of the 
depreciation provision made in the accounts since future 
rates and allowable earnings must be computed by 
reference to the depreciated value of the plant in service. 


_ The regulations require that the reversion monies gen- 


erated by the rates be deposited in a special bank ac- 
count and used either to pay the final indemnity upon 
reversion of the properties to the concessionary author- 
ities or expended in approved expansion programs. With 


the permission of the regulatory authority the Company 


has withdrawn substantially all of the reversion monies 


to date and invested them in plant expansion. 


Interest at 6% per annum on reversion monies invested 


in plant must also be deposited in the special reversion 
bank account subject to the same provisions for with- 
drawal for plant expansion. The charge of $2,947,595 


(1967— $1,722,750) in the statement of consolidated 


income represents the interest for the year 1968. 


cede PROVISION FOR AMORTIZATION 
Included in accumulated depreciation and amortization 


$34,389,005 for amortization. This pro- © 
lated prior to 1953 and carried in the parent in 
s accounts, may be required to cover the un- © 
depreciated cost of certain properties upon their reversion 
at varying dates up to 1990 under the terms of some of 
the concessions under which Light— Servicos de Eletri- 
cidade S.A. and Sociedade Anonima = Gas do Rio de 
J aneiro perc i 
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ay Eek ee arbre 
The extraordinary items arose from non-recurring dollar 


and sterling transactions of which the principal items 


_ were the exchange profits on the redemption of the 59% 


perpetual consolidated debenture stock of the former 


_ Sao Paulo Light S.A.—Servicos de Eletricidade and the 


ey s Series D, E and ie bonds. 


6. ee REGULATIONS AND REMITTANCES 
Remittances from Brazil are subject to the exchange 


regulations of that country. Working capital includes 
balances in Brazil, the transfer of which is subject to such 
regulations. Interest and dividend payments from sub- 
sidiaries are subject to withholding taxes. Full provision 
has been made as at December 31, 1968 for withholding 
taxes on remittable interest due and accrued at that date 
and on 1968 subsidiary earnings to the extent that dis- 
tribution of such earnings is anticipated by way 
of dividend payments in 1969. 


7. RECEIVABLE ON SALE OF TELEPHONE UTILITY 


This amount with interest at 6°% is receivable in equal 
quarterly instalments from April 1, 1970 to January 1, 
1986 under an agreement dated March 26, 1966 whereby 
the Company’s telephone utility was sold to an agency 
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of the Federal Government of Brazil. Payments under 
the agreement carry the guarantee of that government. 
The Company is obligated to re-invest 75% of this amount 
in other enterprises in Brazil over the term of the agree- 
ment. The amounts receivable within one year under 
this agreement are included under current assets. 


8. OTHER INVESTMENTS 

These investments include marketable securities of 
$35,910,463 (1967—$29,899,672) with a quoted market 
value of $59,213,074 (1967—$38,879,711). 


9. UNREALIZED BALANCE OF EXPROPRIATED ASSETS 
oF SAO PAULO GAS SERVICE 


On October 27, 1967 the municipality of Sao Paulo 
expropriated the assets employed by the Company’s gas 
utility in that city for the manufacture and distribution 
of gas. The equivalent of $2,406,938 was deposited by 
the municipality in favour of the Company’s subsidiary 
pending final determination by the Court of the indem- 
nity payable for the assets expropriated. The balance 
of $5,970,060 represents the book value of the assets less 
the deposit. 


No loss is anticipated as a result of the expropriation, 
but this can only be finally determined when the value 
of the assets is settled by the Court. 


10. Stock OPTIONS 


During 1965 the Company reserved 500,000 of its un- 
issued ordinary shares for the purpose of granting to 
officers and employees of the Company and its subsi- 
diaries options to purchase shares of the Company at 


the market price in Canadian funds on the date each 

option is granted. The table below indicates the options 

granted and exercised to date. 

Option price, - Exercised 

year of grantand No.of Dec. 31, Dec. 31, 
year of expiry Shares 1967 1968 1968 


$ 6.88 and $7.00 


1965-1975 2.50 258,000 234,200 11,300 245,500 
$12.875 
1967-197 ios 76,000 51,000 .51,000 


334,000* 234,200 62,300 296,500 


*Includes 82,000 shares in 1965 and 15,000 shares in 1967 
optioned to officers of the Company. 


11. REMUNERATION OF DIRECTORS 

Remuneration paid by the Company and its subsidiaries 
to the Company’s directors, including directors holding 
salaried employment as officers, totalled $701,005 in 
1968. Remuneration paid to other senior officers total- 
led $123,719. 


12. EXPANSION PROGRAM 


Commitments for capital expenditures outstanding at 
December 31, 1968 amounted to the equivalent of $20 
million of which $6.4 million will be financed from the 
final portion of loans previously arranged with the United 
States Agency for International Development. In addi- 
tion capital expenditures budgeted for 1969 are the 
equivalent of approximately $70 million of which the 
equivalent of approximately $14 million will be avail- 
able from the sale of shares of Light—Servicos de Elet- 
ricidade S.A. to the public in Brazil. — 


Clarkson, Gordon E Go 


Lone 


CANADA 


AUDITORS ' 


REPORT 


To the Shareholders of 


Brazilian Light and Power Company Limited 
We have examined the consolidated balance sheet of Brazilian 
Light and Power Company Limited and its subsidiaries as at December 31, 
1968 and the statements of consolidated income, retained earnings and 
source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion these financial statements present fairly the 
financial position of the companies as at December 31, 1968 and the 
results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada 
Ap rile elO6or 
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Chartered Accountants. 


LIGHT+-SERVICOS DE ELETRICIDADE S.A. 
Directors 


ANTONIO GALLOTTI 
President 


J. J. MARQUES FILHO 
Vice-President 


Ruy BESSONE P. CORREA J. S. MONTEIRO 
JOSE RUBEM FONSECA ANTONIO DE ALMEIDA NEVES 
J. S. FREITAS ALBERTO DO AMARAL OSORIO 
ALEXANDRE H. LEAL A. A. DE AZEVEDO SODRE 
M. H. MACKENZIE R. E. SPENCE 


. 
Se a he 
Teo Nes TY 


OTHER SUBSIDIARY COMPANIES 
IN BRAZIL 


BANCO DE DESENVOLVIMENTO E INVESTIMENTO 
BRASCAN S.A. 


EMPRESA TECNICA DE ORGANIZACAO 
E PARTICIPAGOES S.A. 


ORGANIZACAO E EMPREENDIMENTOS 
GERAIS S.A. 


SOCIEDADE ANONIMA DO GAS 
DO RIO DE JANEIRO 


ANTONIO GALLOTTI — President 


Interior view of the Eucatex S.A. plant, one of our 
investment interests, where acoustical tiles are 
produced 
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2,862 
2,149 
6,131 
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21,562 
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2,504. 


1966 
11,197 
406,750 
3,504 
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2,642 
2,032 
5,313 
1,654 
11,641 
2,285,025 
19,319 
2,146,823 
2,504 


105,021 
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1965 
11,453 


415,436 


3,220 
1,451 


1964 


2,449 
1,841 
5,326 
1,625 

11,241 

2,182,275 

18,022 

2,146,823 

2,495 


101,615 
2,182 


1964 
Tho2T 
413,301 
3,248 
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aU and Specs eden Meeting of the Shareholders will be held at the Reet York Hotel, 
{ on ednesda: une 4, 1969, at 11 o’clock in the morning. 
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